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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES - Reimbursement to Long 
T e r m  Care Facilities 

g. Tota l  Capital Rate: 

04/98 	 The Total Capital Rate willbetheratefrom subsection 
III.C.7.f.l. plus theproperty tax rate from subsection 
III.C.7.j. 


Lh. Other Capital Provisions: I

04/98 i. If, at the time of field audit, the auditors
find that 
the recordsto support capitalc o s t s  are not adequateto 
issue an unqualified opinion, that facility's capital
reimbursement w i l l  not be allowed toexceed the rate 
calculated from use of the uniform building value.The 
1208 blending factor in subsection III.C.7.f.iii. w i l l  
not beallowed. 

ii. For any changeof ownership afterJ u l y  18, 1984, the 
cost  basis of any assetshall be the lesser of the 
allowable acquisition costof such assetof the f i x s t  
owner of record on or after July 10, 1904,
or  the 
acquisition costof such asset tothe new owner. 

04 /90  i. Facilities which have continuouslybeen rented froman 
unrelated party since prior to 1978or since the firstday 
of operation for facilities constructed since 1978will not 
have a blended value calculated.The uniform building value 
will be substitutedfor the blended value in subsection 
III.C.7.f.lV. 3 


SUPERCEDES 


total P. 13 
P 17 
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,YETHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES - Reimbursement to Long T o m  
Care Facil i t ies  

07/96 j. Property Taxes 

For long term care services rendered the reimbursement for real 
estate taxes shall be baseti upon the actual  taxes assessed for the 
base year. The base year w i l l  be t h e  calendar year which ended 18 
months before the beginning of the rate year on J u l y  1. 

Each f a c i l i t y  ahall be reimbursed for property taxes at a rate 
equal to the reported per diem property tax determined using
ac tua l  occupancy or adjusted occupancy as spec i f i ed  in Sec t ion  I11 
B 3 and projected forward to the mid-point ai the rate year using 
the average yearly changes in property taxes as reported on the 
most recent available coot report f o r  a sample of homes in the 
geographic axfa. Some geographic areas w i l l  be grouped together
where it has been found that costs  aresimilar.Property taxes 
which do not r e l a t e  to the  provision of care in the  nursing hone, 
such a8 tax assessmsents f o r  investment property, w i l l  not  be 
considered for  reimbursement. 

94/98 	 each year long term care facilities must submit a copy of the real  
estate  tax  b i l l s  t o  DPA. DPA will send a Property Tax Statement 
fo rm f o r  the long term care facility to complete and re turn  w i t h  a 
copy of the tax bill. This will provide information necessary to 
calculate the rea1 estate t a x  portion of the capital rate. 

=-07/98 	
willremainat 1-
L . . .  e facilities 

rate for their geographic area subsequently have those r a t a  
recalculated based -tax received by that 

facilitytherevisedratewillbe the ateater of the 
recalculated rate 02 the  rate ine f f e c t .  In order to calculate 

rat@. therealestatetaxfrom +he full 
for the 6. 

1 . .De d lvideo. by t h e  
annualizedcapitaldays from the cost report used to calculate t h e  

of there will not be an inflation 
f a c t o r  used forthis calculat ion.  

Beginning with rates to be effective on July 1, 1995, t h e  real 
estate tax cost described in t h i s  Section will be adjusted as 
follows prior to rate calculation: 

1. 	 any direct appeal cost rill be added. If the  same 
cost repor t ing  period i s  used to set rates for more 
than one rate year t h i s  cost will only be used for one 
rate year. 

TUTAL P.  Q2 
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..- - li 34 ii. If a facility receives a refund of real estates taxes used to 
calculate a paper,: rate f o r  :he current or previous rate 
years, a portionof that refund will beoffset against real 
estate tax costto be used to calculate rates f o r  the next rate 
year. The full amount of the direct appeal cost reportedas a 
real estate tax cost plus one-half of the amount by whichthe 
refund exceeds the appeal cost, willbe the offset. For 
example, assume thata facility receives arefund of $70,000 in 
1994 for taxes pard f o r  1991, and the facility pays $10,000 in 
legal fees related to the appeal. The 510,000 legal fee can be 
reported as a real estate tax coston the 1994 cost report.
Forty thousand doliars of the refund must be offset against the 

cost that would otherwise be used
to calculate the next year's

real estate tax rates. The S40,OOO is the $10,000 fee plus

one-half of the S 6 0 , O O O  excess above the fee. If the same cost 
reporting period is usedto set rates for more thanone rate 
year, this refund willonly be offset in onerate year. 

iii.This benefit of the offset
of less thanthe full refundis only

provided to facilities which report that amount of refund
on 


year in which the refund was received
the cost report in the or  
accrued as a receivable. Any unreported refunds will beoffset 
in fulland the reported appeal costwill be reclassifiedas an 

administrative costrather thana real estate tax cost. 


0 1 / 9 1  k. Specialized CentersLiving 


i. Since the ICF-MR/SLC's were built by the State and given
to SLC 

operators, the capital reimbursement for these facilitiesshall 

be split between the
State andthe SLC's. 


DATE I 6 1398 EFFECTIVE# 313-3 APPROVAL DATE 



APPROVAL  - -  

of 

July 

July 

Attachment 4.19-D 


* . Page 64 
State 1-

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
- Reimbursement to Long Term 

The SLC's shall be reimbursed for actual capital costs up to 

$3.50 per day for services provided
on or after October1, 

1991. 


The State, however, will claim Federal match for the total 

amount of capital reimbursement which the SLC's would have 

received had its reimbursement been calculated as in 

1-1 rn , subsectionIII.C.7.a.through h, 

SLC capital costs, because the unique nature of their 

construction and the resulting costs, will benotincluded in 

the grouping of facilities for the derivation of capital

reimbursement. 


==04/98 	 For SLC's incurring necessary major capital improvements due to 

correction of original construction deficiencies or necessary

major construction improvements mandated the-by 
-m,the expenses of such improvements will be 
paid up toa maximum of $2.00 per day. 

==04/98 	 For any change of ownership on or after 18, 1984, the cost 

basis of any asset shall
be the lesser of the net book value of 

such assetof the first owner of record
on or after July18, 

1984, or the acquisition cost of such asset
to the new owner. 

Net book value is the asset cost less accumulated depreciation

reported cost
on
as annualreports to PpB. The 

cost basisof the asset will be used
to determine reimbursement 

for depreciation expense and interest cost. 


-=04/98 ii. The above - 4 7  shall not applyto State operatedMR 

facilities which shall constitute
a separate group and shall 

receive the median capital cost for the group. 


==04 /98 	 iii.For any changes of ownership on or after July 18, 1984, the cost 

basis of any asset shall be
the lesser ofthe net book value of such 

asset of the first owner of record on or after 18, 1984, or the 

acquisition costof such assetto the new owner. Net book value is the 

asset cost less accumulated depreciation as reported
on annual cost 


basis
the will
reports to PEB. The cost ofasset be 

used to determine reimbursement for depreciation expense and interest 

cost. 


SEP 16 1998 
TN # - EFFECTIVE DATEDATE 


SUPERCEDES 
' #  -
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willreceiving
==04/98 1. 	 Some ICF/MR 16 and under facilities be HUD 
Section 8 Housing Assistance Payments and tenant contributions. 
For Medicaid reimbursement purposes,a separate grouping comprised
of +3?fWd+ ICF/MR 16 and u n a  facilities constructed with funds 
from Federal loan programs in conjunction with the Department of 
Housing and Urban Development Section8 Housing Assistance Payments
willbeformedduetodifferences in HUDand . . department 

LL 1health pElI building requirements. The Section8 payment and 
contribution, in additionto covering the cost of amortizing the 

facility's direct loan, also is intended
to cover building related 

operating expenses such as utilities, maintenance, management, etc. 

Since the Section8 payment and contribution is intended
to cover 

capital anda portion of the expenses considered as support costs 

for Medicaid purposes,a portion ofthe support component will be 

excluded from the Medicaid reimbursement
of facilities receiving

the Section 8 payments and tenantcontributions. 


==04/98 The capital cost allowance for these facilities will be higher. In 

order to recognize the higher costs associated with these differing 


a tenant contribution established
requirements and the need for at 

30% of an individualsSSI income (income atthe level received by 

an individual residing in
a non-Medicaid group home),the capital 

cost allowance will be set at
120% (the 20% multiplier will be 

reevaluated at such time
as the historical costsof a statistically

significant number of facilities be reviewed) ofthe projected

capital rate for other
+W+MiH+ JCF/MR 16 and u n a  facilities 
plus an equivalent to30% of the individualsSSI income. Because 
the Section8 payment and tenant contribution is intendedto cover 

these capital costs, this cost component will
be excluded from the 

Medicaid reimbursementof facilities receiving Section8 and tenant 

payments. In addition, any capital cost allowance residual 


from
(determined by subtracting the allowance a facility's total 

Section 8 per diem payment and tenant contribution) will then
be 

the amount deducted from the facility's support rate. 


- APPROVAL 1 6 EFFECTIVETN # DATE DATE 

SUPERCEDES 
TN # 91-27 
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_ _  _ _  > I  ^ ^  
- 7  2 2  m. Capital rates for ;SF/MR facilities with 4 beds c r  6 beds will be 

9 to calculation nethods for ratesf o r  
various capital categories. Rate charts willbe prepared each year
based upon these provisions. 

i. 	 The rate foran individual facility will be selected based upon

the following criteria: 


(A) 	New construction o r  remodeled building. If the facility is 
a remodeled building, the base costwill be used toassign

it to a category. 


(B) Base Year 


(C) Location 


ii. The terms used in this Section are defined as follows: 


==04 / 93  ( A )  "Arm's-length transaction" means a transaction betweena 

buyer and a seller both free
to act, each seeking his own 
best economic interest. A transaction between related 
parties as defined in section Subsection 1I.C. is not 
considered to be an arm's-length transaction. 

(B) 	"Base Year" refers to the weighted average year of 

investment in the actual construction of the building. The 

Base Yearis determined using the componentsof the 

building cost, which are included in the Building Base 

Cost, and the corresponding yearsof acquisition or 

construction. The year of each component of the total 

investment is multiplied by the cost of each year's

investment. The sum of these products is then divided by 


an
the total Building Base Cost to yieldaverage yearof 

construction. Any fractional portion of the Base Year 

derived from this calculation will be truncated. The Base 

Year will not change due
to sale orlease of the building. 


TN # 38-3 APPROVALDATE sep 1 6 19% EFFECTIVEDATE 4-1-98 
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(3) 	Building Base Cos: refers to thecost to purchase the 
building to be first licensed as an ICF/DD facility with 4 
or 6 beds. Only costs associated with arms-length
transactions between unrelated partieswill be considered. 
The allowable cost of subsequent improvements to the 
building will be included in the building base cost. The 
building base c o s t  will not change due to sales or leases 
of the facility. 

( E )  	"Square feet p e r  sed" is defined as 4 4 5  square feet per bed 
for a 4 bed facility and 365 square feet per bedfor a 6 
bed facility. 

(F) 	"New ConstructionCost  per Square Foot" is defined as the 
costs published by the R.  S. means Company, Inc. Data will 
come from themost recent edition ofthe Beans square Foot 
costs publication. The c o s t  used per square foot fornew 
construction 1 s  based upon average residential one story
construction. Factors are included for wood frame, wood 
siding, central air, andtwo bathrooms. 

(G) 	Location. The facilities will be separated into oneof the 

following location groups: 


( A )  Group 1 - Cook, DuPage,Will and Lake counties. 
(B) Group 2 - Counties 175,000 to 1,000,000 population. 
(C) Group 3 - Counties below175,000 population. 

(HI New building constructionrefers to construction of a 
complete building forthe purpose of being licensed and 
operated asan ICF/DD facility with 4 or 6 beds. 
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-a re  Facilities 

:I)	remodeled buildings r e f e r  ~2 buildings which previously
existed for some other function andwere remodeled to be 
licensed and operatedas an ICF/DD facility with4 or 6 
beds. 

lii.The rates willbe calculated for facilities constructed during
the current rate year according to the following steps. These 
steps will resuit in six different rate categories. There is a 
4 bed rate and a6 bed rate within eachof three different 
location categories. 

( A )  	Preliminary Cost Per Bed - The new construction cost per 
square foot is multipliedby the square feet per bedto get 
a preliminarycost per bed. 

(B) Revised Cost Per Bed 


(1) The preliminary cost per bed is multiplied by a 120% 
adjustment factorand is thenfurther increasedby  
factors for a two car garage and f o r  sprinklers as 
follows: 

(a) 	Garage - The R. S. Means Company, Inc. projected 
cost for an attached two car garage is divided by 4 
or 6 beds whichever isapplicable to obtain a cost 
per bed. 

(b) Sprinklers- A $6200 sprinkler cost is divided by 4 
o r  6 beds whichever is applicable to obtain a cost 
per bed. 

( 2 )  	The result of this step is a revised cost per bedf o r  
new construction. 



Will 

per 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES- Reimbursement to Long Term 
.are facilities 

(1) 	The revised c o s t  per Sed 1 s  multiplied by a locality
adjustor for the applicablearea of the State in which 
the facility is located A separate locality adjustor 
is calculated f o r  the following areas: 

(a) Cook, DuPage, Will and Lake counties. 


(b) 	Counties 175,000 to 1,000,000population (excluding

DuPage, Will and Lake Counties). 


(c) Counties below 175,000 population. 


(2) The locality adjustors are calculated
as the average of 
all locality factorsf o r  each area inthe most recent 
R.S. Means Company, inc. publication. 

( 3 )  The result of this step is the localized cost per bed. 

(D) Total Projected Investment Per
Bed - Land is added to the 
localized cost per bedto arrive at the total projected
investment per bed. Land is based upon $25,000 f o r  
facilities located in the Cook, DuPage, and Lake 
counties. Counties with a population of 175,000 to 

1,000,000 will use a $18,750 total land cost. Counties 

with a population below
175,000 will use a $12,500 total 

land cost. The total land cost is
divided by 4 or 6 beds 
to determine the land cost perbed. 


(E) 	The total projected investment bed is divided by 339 
client days (365 days x 93% = 339) to arrive at a per diem 
investment. 

(F) The per diem investment is multiplied
by a 11% rate of 

return and further increased by
$3.01 per diem for 

equipment, working capital costs
and vehicles to obtain the 

rate. 




-- 
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,1 / I  23 ; G )  the rates for facilities with a baseyearwhichisolder 

than :he current rate year will be calculated usingthe 
same steps as newly constructed facilities in section 2 .  

subsection I.C.3, except f o r  the localized cost perbed in . . .  
r r 1  . m . u ~ .[CL.  The localized costsubsectionf - 1-on IIA.L. 

per bed is discounted by a 3 3  obsolescence factor foreach 
year between the base yearand the current year. 


A table will be prepared by thedepartmentofmentalhealth . .  which will list all 
applicable rates for each rate year. The rate f o r  any
facility will be looked bedup based upon the base year,

size and locationof the facility. 


Rates for Remodeledor Existing Construction 


= = 0 4 / 9 8  (1) To recognize the potentially wide range of investment 
in existing facilities EO be converted into4 and 6 bed 
ICF/MR residential facilities, modifications have been 
made to the calculation of total projected investment 
f o r  .&. &sect  io* 111 . C . 7 . m . u  [D). 

==04 /98  ( 2 )  	The buildings whichwere remodeled will be separated
into fourcategories using the lower of the actual land 
and buildingpurchase price plus remodeling cost per

bed, or the appraisal cost of land and building per

bed. This assignment to categories is based upon
comparison of the  facility's cost (lowerof actual or 
appraisal) to the result of the following percentages
of the projected investment from section 1 5 . L . i v .  

on III.C.7.m.U.(DL.: (Equipment cost isnot 
included in this comparison.) 

(a) Category 1 - 7 7 . 5 %  and above 
(b) Category 2 - 6 2 . 5 %  to 7 7 . 4 %  
(c) Category 3 - 4 7 . 5 %  to 6 2 . 4 %  
(d) Category 4 - 4 7 . 4 %  and less 


